











The Honorable Kurt Daudt and Paul Gazelka
May 30, 2017
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It is unfortunate that your last-minute legislative treachery has left me no other option
but either to passively permit those tax provisions to become law and decimate our future
financial solvency, or to take this action. However, the future well-being of our children and our
grandchildren is at stake. I will not willingly allow their futures to be jeopardized.

4. Driver’s License Provision. There is another provision, which I insist you agree to
remove, before [ will call a Special Session. The new language in HF 470, which
prohibits undocumented immigrants from obtaining drivers licenses is, as I have
said repeatedly, completely redundant and, therefore, unnecessary. Several different
legal opinions have stated to me that current law does not allow my Administration
to make such a change, without action by the Legislature.

Thus, this provision is nothing more than a strategic attack against people, many of
whom have lived in this country for a long time, and most of whom are living responsible lives
and contributing to our growing state economy. Your intent to further divide our evermore
diverse population might be politically advantageous to you (it must be, or you wouldn't have
done it); but it is destructive to the future well-being of the people of Minnesota.

5. Teacher Licensure Provision. I also insist that you re-open and re-negotiate the
Teacher Licensure provisions in HF 2. The integrity of Minnesota's professional
teaching standards is of paramount importance to all of our state's licensed teachers
and to ensuring the quality of teachers, educating all of our children. While I
support improving Minnesota’s system of teacher licensure, some provisions
undermine the high professional standards that have served Minnesota's
schoolchildren extremely well.

I will await your response.

Mark Dayton
Governor

cc: Senator Thomas M. Bakk, Senate Minority Leader
Representative Melissa Hortman, House Minority Leader
Representative Greg Davids
Senator Roger Chamberlain
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Notes on Risk and Uncertainty for Minnesota FY 2018-19 Revenues
May 15, 2017
What happens to the revenue forecast if a recession starts?

e During the last two relatively mild and short (8 months each) U.S. recessions, we lowered our
revenue forecast for the current biennium on average 4.5 percent from one February to the next
(so, over 12 months).

o We lowered our revenue forecast by 0.5 percent in the 1990-91 recession and by 8.6
percent in the 2001 recession.

o The Great Recession of 2007-09 is too much of an outlier to use as a comparison here.

o If this year we were to face an experience similar to the average of those two recessions, we
might lower our forecast for FY 2018-19 revenues by about $1.9 billion (4.1 percent) in
November 2017, and then by another $200 million (0.5 percent) in February 2018. That would
be a $2.1 billion (4.5 percent) forecast reduction over 12 months.

o With significant impacts on financial income, especially capital gains, the 2001 recession
was much harder on Minnesota revenues than the 1990-91 recession. If this year we were
to face a similar experience to the 2001 recession, we might lower our forecast for F'Y
2018-19 revenues by about $3.4 billion (7.5 percent) in November 2017, and then by
another $500 million (1.2 percent) in February 2018. That would be a $3.9 billion (8.6
percent) forecast reduction over 12 months.

o If this year we were to face a similar experience to the 1990-91 recession, we might
lower our forecast for FY 2018-19 revenues by about $230 million (0.5 percent) by
February 2018.

o These estimates include all sources of revenue forecast risk, including both economic risk
and our own forecast error.

o These estimates do not include the impact of a recession on expenditures. Demand for
public services tends to increase during an economic downturn, putting pressure on state
government spending.

How far off can revenues be by then end of the biennium?

e In February, we forecast total FY 2018-19 revenues to be roughly $45.7 billion. If our February
2017 forecast is about as accurate as our average forecast, the range of closing values for FY
2018-19 total revenues is $45.7 billion plus or minus $2.4 billion (5.4 percent). That is, revenues
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could end up as low as $43.2 billion or as high as $48.1 billion. (Values do not add due to
rounding.) ;

o Our average error for 29-months-ahead forecasts is plus or minus 5.4 percent of non-
dedicated revenues. We calculated the average over 13 biennia.

o More information is in our March 2017 Revenue Forecast Uncertainty Report:
https://mn.gov/mmb-stat/000/az/forecast/2017/february-forecast/forecast-uncertainty-

report-full.pdf

Page 2



